] L

3131 afiicn AENRUT Hal, 20T

dga AT Al fafide
FISHTS!
ATST ATMTeh TTETRT AT
qrities Wt qfcaed
91, . R059/053
feror &=t
E R Cl| B
q. AT FTITROT FAT FFRA AT i R
2. fafafy s 79 ®rE (I BRH) 3
3. TR Head qAT FaATeAd AHITR! ATMTE Fraasd ... ¥
¥, AGTTUETHDT TITART oo 9
L AT i e q0
%, FTRT FrET SIS BT 19
9, SYSIHAT qURT TREAT a0 . 1
S, TG FaTe [aaTuT . 9%
R, W@ HEw Ul fHgTed adT AT ATTARE ..o 1%




3131 affich AENRUT Hal, 0T

agyA qrax wweAr fafede
afqEqdel!, FISATS!
TS AT AT q qEE= gaT

TIW UTH YT fafd R053/0%/35
3T 9aE g fAfq 05300/ 08

Teaw e FEr fafras®r fafd R053/04 /3R T TEHH ToaS Afafadr Yod S vl wEwitae a9
FEIHAIHT AT AT T quTere! (Hie, TWT T EITTAT SR TEATEEH] Gerthel T4 (0 i T are ua!
g1 gl SR HETTAd q9T qUERATATERH eI AT a1 JaHTeTa TUH g | o0d: T Saa qgr
JUAFRATAT ATcheeelTs ATATCTEAET RIS WSET g F& JR0 TEgy) |

IERUTEHAT g fAfq, aHw T e

fafq : 205 Ffd® 19 T GHAR |

W . I IH HSeATS TS SATEHE, AfqaIde, FSHTST |
quy : faTer 930 a9 |

TARAFRT AT geariaa faoags:

q) ;M.F. R0%9/5R B GoATAS qHATTH Fiqae T T TEEAET |

)o@ T yiqaeT afedel 3uTe 33, 0GR BN AT, ARl AT FEE U e yaTe fFeEwe v A
foracore® gerwe TR @figd T TR |

3) HEOAT U, 053 FI TR 999 FER AT, R06R/53 F AMT AT A@MIeTwE (ol T g1 fsrer
arrefye et T g |

¥) IIRIh JEEET @ihdl UaH Afaer@sn diT T97 a7 fmaara e ar sriemare & af e g,
qfiad qar & afv fefaaesr fdem a1 #fead g swoar &1 aia fqerg geira a1 afeady T amaae
AALAF VU FA T FoaATA qATqers 0 AReamdl gaT T A |

y) fafag

HTENUT HTERERET I AR

. FHTHT 9T [ ATSTET WeTTAEesel Ja9T U S@IUT AT GATRETHT JaeT I qIgeeg | JaeT-u9 FFaisl TS

3. TTETCY FATHT AT fad ST giafatar (s T =e" SParieed Toiad wFqel SIael qIebdl ST ar amis
yfeTara G SETET, TFIUT Sl FAtaig Ugd Ateh g T4, yfatataes (Jraf) e T war ow g
¥ el qieel AATq ffd 053/08/94 T & ¥:00 auf fird FHer WThd a1 fafad &OHT a9 FFIAHET Zdr
T g Ty | Al gfatafy o) s i st S 9F F g aaTSE ST g atiad g |

3. oSt i WA g9 gAE A fafq 205 #idE 93 W9 fafear et @ qt fEae o ey ) S Al
T Afered! faaan off T TF ey ST FEAR 98 fAfq 2053 Ffde 99 Td 7 a9 FFIE 9
o oft Afaer geiedve Sfepg fafwes TaaTa, FEATSHAT Sfge @TETar AT YTeq ATHETIETE HAT WEh
SAREIER AT TR F9THT A1 (A i a7 gag |

¥, U 9eaT a¢l Afhe®ad! qah ATHHT SIREAT Wbl AFTH] GaaEHaare Jiatt s TUH T STHrel /79 ar
AT FepaTarT afeelt AT Seord WUH! AR THTHT AN G g9 | F SIS FT a7 FEIA A @
P! EHAT AT AT AT AT FFAA AANAT LT GIAATI AR ATATHl Sqaael THHT AR T g7 |

Y. F ST HEATAS gAhe ! [aTIeE Hell fatay frde seasia Frael avadl & v gakd 9 T8
AT AT G 74T 9 [ oWTTT FFUA Afea ARG GouTdAS QHIGH AALTATS fafgd TawT I&ard faqag | ax
T JEE AR FAHT FARA AT TRAH] TTAT FHEE T AT T AP qoared qATGE Teed e

g |
<. TN qEaedl 97 [aeqd SRl dThT FFOihl bral SR, 8 arqaqau AT Haad g g8
TETE FI e | oelTeleh AT AT
feuw sE@
FEIA qhad

AEYST UIaR DIt (NS Q



331 aTfifcn ATENRUT Jafl, 20T

qggw T} FFAT fafree
afqadaetl, FTSHTS |
gfafafa s T R (R w)
#ft g=aere Tiafd,
TEgH e FAT fafidg
FfTaTael, HSATS |
fawa: gfafafa Faes T avawemT |
qETITH,
............................... R o TTIY/SEAY/AVATLAT ATE F L
T WATHL oo o g el SERgier afauaer fafa

2053 FfdH QU Td HHA (TGTEL 03 AIAFAX 0Y) FT {67 g AT ATRIF ATETLOT FHHT
@ JURAd 9E FATRA qAT UIAT geurRll g9 THE WSR3k gETHT AT a9 aur JaEe

T ATRT HA/ETET gfataferea TR a0 &9 RTeAT
ATV SUAIYAIVATAT aTE ... T T HEIATRT AR, I THTT T 7,918
TYETET gidtael A Y T g |

gttt gt gfatata s e

T T

TEgd TEgd

AT AT . AT AT .

AT FE&IT AT FE&IT

fafa fafa

F2T ;AT (Haa ATERUEAT g9 9T R Y5 UVl M BFIHIHT T FRCEHT T97 T T

I
qEgw TEaY AT fafree
afqadaetl, FTSHTS |

PERIRE]

QAR ATH

JHTOT 9 .

‘fﬁ'q'{a'vﬁﬁﬂ'%:

FHEA qrae

AT FETHT JAT T AT F9T 07 Afamd &6 o8 ASTeT d0d g |

o BT UlaR BFUoN fAfeTes



313} afiich AENRUT HaTl, 20T

JTST Tl @rerToT W
it gl gfaae
AT.d. RotqQ/05R

T Afqrasd, Afdfasaes, Heed (HaeE, Fealehisdsy, TaEH] AeTTHIaeT,
TAFRSIEE AT FHATY ATHEEHT TedH TTEaX HFIAIH] AhaTE eliadh @Nd Arqarad
2k T =Teg |

TR [T T TEIGHT ATUR B THIA T AAGIT A BT | THAR AR
STAGFIRTHT ITARTA FGral oI H g9l AIqAATs Ggg g+ Mie=d o | Hrefi
YT AR JedH NodTdh! Hed W 9saed @Ryl @Il qHids TR TR
TEIHAETS! ITATSHT R0 HIAH ¢ Td 36l qegd IEX FHFudie (Heeas &qer
Teq¥ Nears! A-gauH SUIAEE ars 7. 4 T § 1 Jdfaeq ARee  f&aea
IcqTET TR & |

T GIHRA ARMHT Q0 a9 quTesl [agq Icaed &Wdl 5400
AT TS [UHT deT qa1 GHA Ao 9 &1 e 7rare foaga &=
TESIfee TRl TR FERIAT, AR T qUH w0 @S fqaa ok T arvads
foaa @ YUH qlgars STAEGad SAH AR HRICHE Foba bl TIAT [ dlcbeeg |
e faRd Wit gt AT wer o famm yEwor @oter faepretar S drer
eI faed R dsrer (AT a9 @ehar o faem @t fasier anft i .

ol &rmetrs @esrfl TUey IUed Ul gt a9 Icaea T |1 ISl Iculehet
fafaa g9 T4 SaeT ST g IAT LTAHN ARM HAHE Hebd bl TIAT [T dieheeg |
Il qAfaF ARITATHT HOT FIAT THIWT g4 GLHR TEdTH 1T et
fefTa afeaas ST &rtepr Anfl Zell <HIdI® TIHT Wl ) |

eI qTaX HFIAIHT ST AT THETS ITET UHT 909 (T ATITT Teh) bl
FFIR AT ST TH YRAT Fel dafy fedr 9uaraiq = on.a.2053/053 & ufedr
SHTEHT EFYT GO A T FEU THAT G qE qEiead (T ghye 9 &l
qHT e dH FeR AR TS TSl Gl ARH G | THYS UIALH! [l q4r
[Tl gar FHdETe Hepldd ST & ¥R 9% 39,90% IIEE FUS Fedl A
T B9 Iaad a1 oA TUHMT & R,9%,39,90% FUaia! 99 Mfaaw @
T T FHFIATR! HTT AT HATNESF ST A Tehewals THITITTE TTHT HIT ThTHT
TRUHIHT T | A AT, R05R/053 H AG TITHT HEIHI 2T Fhetells
<R I T3 a1 Y0 &Y 0% 00% /43 Mg FUg IT8 ad F |

TG AETHTART,

T ATe qEH L BT ATATE el @IewT qTFHAT @iefl Tl (awd ATFTSH
R IMETCH ATHAT Tedhl AU FATATIS Flel HFIAIel AAT L a9 H=al a¢l q7d
AL AT Y& T T9fh [&G3a U 0% AT TUHI AACATH HIUT TH HFIATH
_Y YT ¥ yarg =rerd = Higd HAR el ¥ giaed @l @ T dad

AEYS UIaR DUt (HACS 8



313} afiich ATENRUT Ha, 0T

BISSMATaY YT.efl ATl HFIAT i T HIEl FFAAIH! AHAT A& ATANT 99 qdd
Wﬂ@ﬁwwaﬁaﬁwﬁraﬁqﬁwré‘a’wwm%ﬁr@ww
WWW?WWWWWWWWW
Prafers @ewfae AraAT THETS T AR THAT qHT AT TR FRRT T
AT AT AR TS =6, |

TEIH AR HFEIHIEIRT HATATAT ol Hidedl @regl @l "1 SeieEd
ATATSTHTRT (AT qeqe Ul &9 of AfedT aAafqq wusr & | T9 qairar qrsre
geuTied famraert fashiare aTed | Siehebr |idT q9T AT RTHI, FIATd AT HHEAT
ZEETId, faAT MAawaET el ST&dT FREHT TN TRIEH g | g9 AT av
2059 /05] HT fa9a [a=iel i €94, ¥R, %¥%,0%% T7d FUS I A FATAS
BT qHEl Wbl g | Aol AT R050,/05q & Aval I T.F. 059 /05R AT &,
3,%0,9%,9% ¥eTedl 3T FUS TG a9 Gle a9 UHTT Uhedid AHT g TUH
3

9 AT, R05q/05R AT faud i aver Hecaqul Anfd® faawer e
THIH R FBRT AR TASH A6, |

fama 3 afifaswr &z wecaqui fafaw faawom am:

UED AT, Rotq/05R AT.d. Roto/ 059 AT.d. Ro8R/o%0

T GF AT/ BT R,35,%%,0%% (39%,33,04%) (¥,93 54,25 Y)

a4 TEHEN GE HTET 9%, %¥3,4%,429 195,53, ¥%% 9%,4% 59,3
FHATT T 9Tk TR ©3%,23,03¥ 90,99,99,3% ¥ 90,%%,95,03%

STHHT AT 55,39,39,990 2%,%5,39,999 ?5,59,39,999

‘ EECREEIEICA eI 9%, %%, 9%, 054 93,5%,3%,5% % 12,9, %%,5%5
THT AT Sqehrl 35,%5,239 3,98, 3% ¥ 39,55

FFAART AT AT FAT AR

TEIH TER HFIAR ANMH 31.9.306/053 & ARM J&IEd ® AeAes ([
FHIH WH FBR AT JATH TS =87 |

q. o=@ AT THEHT FATATHT AR (AT TIHT ITHIURT HHT TEATL, STST
TATRIHET TEAAT, e, aTaY ET3H, IeqdTed ! HHd ¥ a9T =@Mde I 9
T HRAT FAMCIS ®IAT EH Godl [SUFETHT TRET BRET A |

. TeYH 9T FHFIHIHl el HFIlhl TIHT Whl Hich erggdra] Ir.al. T Jared
o wiforewor faer faum @fw fft awwmr, g Sooee semfars yam
e-mﬁ%rq—ar WWWWW@W&WH?OC?/C3W?@W
Wmﬁaﬁﬁlm@waﬁw@wmﬁwmww
AAETTF U [Ghgq IRl ST GICAAT FUH AcadT qar fearsdre

v AEYA TR BT [AASS



3131 afiich AENRUT Hal, 0T

FOAIATE 99 Afde afg g7 Afea Jurer fasa wireorsdr s gEnT At
AT faTe T Rraeq ANT W AR BT oSl degeRter wrel T aied
BIESTITER HFIHT o= TEhIar T GesT argHET AT e feagd AFH R JEre
aﬁaﬁwﬁmw@xﬂwwﬂua&wmﬁwﬁﬁﬁw
UUE HI@H IT.eAT. FT GERCT 95 HE TUH 3 |
3. fesire fad anfes wowT FvaeRr Al FEIYUl WaratT ST avedl o
AR 9Tod AR T &6 el @9HT ATST U Bl BRI HFIHIH] 7E 18
THHE @A gal’ Ith I AT 77 JaTedrs X HIEre sTHdTehl AT
fraTOTaT YA e A A FEIAET W 9T AW T RTH JUERAT 35
gfqrer feqgay e faser gRAer TOwetHT M e o A fegne
¥, HEAD NG URET anfl HHard HaemEd, oifie e, fHameEe
froraTaell FXT ATITOT A@TIETT JUTellehl qaTdl qar =19 AfSe A&l dAATaITH
FAEEH AT TF | T HFAAIRT oAb el o7 faa 3 99 9
FHATETH a1 qfaar gig TICRMT FHATIR qfq [THbreT vd qwaeagmd gar
qfaarar afg T |

ST,
TEgH TR FFAANA (AT FFGe Tehl ATided! @regl @l AT SAqed AT
(0.4 H.4AT) I AR AfqH TATEAT R GIegT-aTSHAT @Al STAGqd AT ST
(.00 H.AT.) [T &N ST T TEREHT HETTATaeE, TH@ Afddl, Afqfisges,
rafeerd FUFRATAT GLHR s gfafel saee o e, d@maiessy, a@
aar fafaa " gladisges, Searart e dar fed@fedt T FFa-HT gowq
FHATNEEHAT HFIAIHI Thele glied AWK U<h e dod HEd[Hl AULEEd T
gidqaad e T ATH =Tewg |

‘ " l

FegeT
fafq . R053 Ffd® 9 T, THAR,
HISHTST |

A5l U= doaUat feTloics &



313} afiich AENRUT HaTl, 20T

K. Dahal & Associates vty —
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Tel : 4770738, Mobile : 9851045453
E-mail : kabindradahal@'.amail.mm

INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLERS OF
TERHATHUM POWER COMPANY LIMITED

REPORT ON THE AUDIT OF THE CONSOLIDATED FINANCIAL STATEMENTS
OPINION

We have audited the accompanying Consolidated Financial Statements of Terhathum Power Company Limited (“the Company”),
Kathmandu, Nepal, which comprise the Consolidated Statement of Financial Position as at Ashadh 32, 2082 (July 16, 2025), and
Consolidated Statement of Profit or Loss and Comprehensive Income, Consolidated Statement of Changes in Equity, Consolidated
Statement of Cash Flows for the year then ended, and Notes to the Consolidated Financial Statements, including a
Summary of Significant Accounting Policies.

In our opinion, the accompanying Consolidated Financial Statements read with the significant accounting policies present fairly,
in all material respects of the financial position of the company as at Ashadh 32, 2082 (July 16, 2025) and of its financial
performance and its cash flows for the year then ended in accordance with Nepal Financial Reporting Standards (NFRS).

BASIS FOR OPINION

We have conducted our audit in accordance with Nepal Standards on Auditing (NSAs) and applicable law. Our responsibilities
under those standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements section of
our report. We are independent of the Company in accordance with the ICAN's Handbook of Code of Ethics for Professional
Accountants together with ethical requirements that are relevant to our audit of the Financial Statements in Nepal, and we have
fulfilled our Ethics for Professional Accountants. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement, were of most significance in audit of the financial statements
of the current period. These matters were addressed in the context of our audit of the financial statements as a whole, and in forming
our opinion thereon, but we do not provide a separate opinion on these matters. For the matters below, our description of how our audit
addressed the matter is provided in that context. We have determined the following matters described below to be the key audit matters
to be communicated in our report.

Key audit matters How our audit addressed the matter

The company has re-applied for the generation license with Management believes that the company will

Department of Electricity Development in the name of its enter into Power Purchase Agreement (PPA)

subsidiary company, KTK Hydropower Pvt. Ltd and obtained the with Nepal Electricity Authority (NEA) and the

license. Accordingly, the expenses incurred by the company has project will complete the project, hence the

transferred to the subsidiary company. The company has not Intangible Assets Under Development has not
i entered into Power Purchase Agreement (PPA) with Nepal been impaired.

Electricity Authority (NEA) till date.

The Company has not provided for impairment loss of Intangible

Assets Under Development.
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INFORMATION OTHER THAN THE FINANCIAL STATEMENTS AND AUDITOR’S REPORT THEREON

The Company’s Board of Directors is responsible for the preparation of the other information. The other information comprises Report
of the Board of Directors and Management Discussion and Analysis, Report on Corporate Governance and Business Responsibility
Report but does not include the consolidated financial statements and our auditor’s report thereon. Our opinion on the standalone &
consolidated financial statements does not cover the other information and we do not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained during the
course of our audit or otherwise appears to be materially misstated. If, based on the work we have performed, we conclude that there
is @ material misstatement of this other information; we are required to report that fact. We have nothing to report on this regard.

RESPONSIBILITIES OF MANAGEMENT AND THOSE CHARGED WITH GOVERNANC FOR THE FINANCIAL STATEMENTS

Management is responsible for the preparation and fair presentation of the Consolidated Financial Statements in accordance
with Nepal Financial Reporting Standards, and for such internal control as management determine is necessary to enable
the preparation of Consolidated Financial Statements that are free from material misstatement, whether due to fraud or error.

In preparing the Consolidated Financial Statements, management is responsible for assessing the Group's ability to
continue as a going concern, disclosing, as applicable matters related to going concern and using the going concern basis of
accounting unless management either intends to liquidate the Group or to cease operations, or has no realistic alternative but
to do so.

The Board of Directors are responsible for overseeing the Group's financial reporting process.
AUDITOR'S RESPONSIBILITY FOR THE AUDIT OF FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the Consolidated Financial Statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with Nepal
Standards on Auditing (NSAs) will always detect a material misstatement when it exists, Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these Consolidated Financial Statements.

As part of an audit in accordance with NSAs, we exercise professional judgement and maintain professional skepticism
throughout the audit. We also:

= Identify and assess the risk of material misstatement of the consolidated financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtained audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

= Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purposes of expressing an opinion on the effectiveness of the
Group's internal control.

= Evaluate the appropriateness of the accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the management.

= Conclude on the appropriateness of the management'’s use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Group's ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor's report to the related disclosures in the consolidated
financial statements or if such disclosures are inadequate, to modify our opinion. Qur conclusions are based on
the audit evidence obtained up to the date of our auditor's report. However, future events or conditions may cause
the Group to cease to continue as a going con ==

ABYT UTaR bUo fTfoics C
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= Evaluate the overall presentation, structure and content of the consolidated financial statements, including the
disclosures, and whether the consolidated financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.

=  Obtain sufficient appropriate audit evidence regarding the information of the Group activities to express an opinion
on the financial statements. We are responsible for the direction, supervision and performance of the audit. We
remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of
the audit and significant audit finding, including any significant deficiencies in internal control that we identified during our
audit.

We also provide those charged with governance with a statement that we have compiled with relevant ethical requirements
regarding independence, and to communicate with them all relationship and other matters that may reasonably be thought
to bear on our independence, and where applicable, related safeguard.

REPORT ON THE OTHER LEGAL AND REGULATORY REQUIREMENTS

We have determined to communicate the following matters in accordance with the requirements of the Companies Act,
2063 and other legal requirements:

a. We have obtained satisfactory information and explanations asked for, which to the best of our knowledge and belief,
were necessary for the purpose of our audit.

b. In our opinion, proper books of accounts as required by the law relating to the consolidated financial statements have
been kept so far as appears from the examination of those books.

c. The consolidated financial statements including the Consolidated Statement of Financial Position, Consolidated
Statement of Comprehensive Income, Consolidated Statement of Changes in Equity, Consolidated Statement of Cash
Flows including a Summary of Significant Accounting Policies and other explanatory notes have been prepared in all
material respect in accordance with the provisions of the Companies Act, 2063, and they are in agreement with the
books of accounts of the Company ; and the accounts and records of the Company are properly maintained in
accordance with the prevailing laws.

d. During our examination of the books of account of the Company, we have not come across the cases where the Board
of Directors or any member of there or any representative or any office holder or any employee has acted contrary to
the provisions of law or cause loss or damage to the Company.

e. We have not come across any fraudulent activities in the books of account.

s¢ | KATHMANDU | . |

Kabindra Dahal, FCA

AL
a\ " g
%, S/
Proprietor %fmm@é
K. Dahal & Associates

' Chartered Accountants
COP: 400

UDIN: ¥ S |102-6CH/00 y3L G H she

Kathmandu, Nepal
Date: 8" October 2025 (2082/06/20)
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TERHATHUM POWER COMPANY LIMITED ‘
Kathmandu, Nepal
Statement of Financial Position
As at 32 Ashadh 2082 (16 April 2025)
Group Terhathum Power
Particulars Notes As at Ashadh As at Asadh As at Ashadh As at Asadh 31, 2081
32,2082 31,2081 32,2082
ASSETS
NON CURRENT ASSETS
Property, plant & equipment (Net block) 3 2,294,923 2,656,357 2,294,923 2,656,357
Intangible Assets 31 1,084,767,302 1,128,835,138 1,084,767,302 1,128,835,138
Investment 32 - - 4,750,000 -
Work In Progress (Under Construction) 33 30,650,569 - - -
CURRENT ASSETS
Financial assets
Cash & cash equivalents 4 13,002,976 759,826 11,013,976 759,826
Trade receivables 5 28,568,496 23,715,966 28,568,496 23,715,966
Other financial assets 6 405,112 526,812 405,112 526,812
Other current assets 7 24,441,982 55,704,054 52,092,551 55,704,055
TOTAL ASSETS 1,184,131,362 1,212,198,154 1,183,892,362 1,212,198,154
EQUITY & LIABILITIES
EQUITY
Equity share capital 8 400,000,000 400,000,000 400,000,000 400,000,000
Other equity
Reserve & surplus 8.1 (154,259,591) (176,883 ,449) (154,110,479) (176,883 ,449)
Non Controlling Interest 242,152 - - -
NON CURRENT LIABILITIES
Long Term Borrowings 9 882,865,356 925,152,207 882,865,356 925,152,207
CURRENT LIABILITIES
Financial liabilities
Trade payables and Other
Payable 10 8,362,243 17,101,838 8,221,008 17,101,838
Short Term Borrowings 9 42,286,851 42,921,408 42,286,851 42,921,409
Provision 11 690,090 - 690,090 -
Other current liabilities 12 3,944,261 3,906,149 3,939,536 3,906,149
TOTAL EQUITY & LIABILITIES 1,184,131,362 1,212,198,154 1,183,892,362 1,212,198,154
Summary of significant accounting policies 2
The accompanying notes are an intergral part of these financial statements As per our report of even date
Prem Kumar Khatri Nabina Dhungana Bimal Kumar Dhungana Shriman Karki Kabindra Dahal, FCA
Admin./Finance Manager Director Director Director Proprietor
K. Dahal & Associates
Chartered Accountants
Yadav Bahadur Khapung Lachhuman Tiwari Mohan Kumar Dangi Bhupati Lal Shrestha
Director Director Managing Director Chairman

Date: 20 Aswin 2082
Place: Kathmandu, Neapl
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TERHATHUM POWER COMPANY LIMITED
Kathmandu, Nepal
Statement of Profit or Loss and other Comprehensive Income
For the Year ending 32 Ashadh, 2082 (July 16, 2025)

. Group Terhathum Power
Particulars Notes
FY 2081/082 FY 2080/081 FY 2081/082 FY 2080/081
INCOME
Revenue 13 154,946,065 128,929,894 154,946,065 128,929,894
Cost of revenue 14 54,608,936 54,918,262 54,608,936 54,918,262
Revenue from operations (Net) 100,337,130 74,011,633 100,337,130 74,011,633
Other income 17 340,000 - 340,000 -
Expenses
Employee benefit expenses 15 834,000 657,750 834,000 657,750
Depreciation 3 682,114 620,325 682,114 620,325
Administrative Expenses 16 3,361,882 2,984,346 3,204,922 2,984,346
Finance Costs 18 72,493,034 101,171,264 72,493,034 101,171,264
Provisions 11 460,060 - 460,060 -
Loss on sale of Assets - - - -
Profit/loss before tax 22,846,039 (31,422,052) 23,002,999 (31,422,052)
Less: Tax - -
Current tax - -
Deferred tax - -
Net profit/(loss) for the year 22,846,039 (31,422,052) 23,002,999 (31,422,052)
Loss per share
Basic Annualized 5.71 (7.86) 5.75 (7.86)
Diluted Annualized 5.71 (7.86) 5.75 (7.86)
Other comprehensive income
Changes in revaluation surplus - -
Other comprehensive income for the year -
Total Profit / (Loss) & Other Comprehensive Income 22,846,039 (31,422,052) 23,002,999 (31,422,052)
Summary of significant accounting policies 2
The accompanying notes are an intergral part of these financial statements As per our report of even date
Prem Kumar Khatri Nabina Dhungana Bimal Kumar Dhungana Shriman Karki Kabindra Dahal, FCA
Admin./Finance Manager Director Director Director Proprietor
K. Dahal & Associates
Chartered Accountants
Yadav Bahadur Khapung Lachhuman Tiwari Mohan Kumar Dangi Bhupati Lal Shrestha
Director Director Managing Director Chairman

Date: 20 Aswin 2082
Place: Kathmandu, Neapl
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TERHATHUM POWER COMPANY LIMITED
Kathmandu, Nepal
Statement of Changes in Equity
For the Year ending 32 Ashadh, 2082 (July 16, 2025)
Terhathum Power
NPR
Particulars Eq(l;lgl};if;are Aéil:':;czz:giz::llst Reserve & surplus Total

Bal as at 32 Ashad, 2079 (16 July, 2022) 400,000,000 - (98,195,433) 301,804,567
Profit/ (loss) for the year - - (47,265,964) (47,265,964)
Other Comprensive income/ (Expenses) for the year - - - -
Total comprehensive income - - (47,265,964) (47,265,964)
Issue of Share Capital - - - -
Calls in Advance - - - -
Transaction cost incurred in respect of issuance of equity share - - - -
Bal as at 31 Ashad, 2080 (16 July, 2023) 400,000,000 - (145,461,397) 254,538,603
Profit/ (loss) for the year - - (31,422,052) (31,422,052)
Other Comprensive income/ (Expenses) for the year - - - -
Total comprehensive income - - (31,422,052) (31,422,052)
Issue of Share Capital - - - -
Calls in Advance - - - -
Transaction cost incurred in respect of i of equity share - - - -
Balance as at 31 Ashad, 2081 (15 July, 2024) 400,000,000 - (176,883,449) 223,116,551
Profit/ (loss) for the year - - 22,772,969 22,772,969
Other Comprensive income/ (Expenses) for the year - - - -
Total comprehensive income - - 22,772,969 22,772,969
Issue of Share Capital - - -
Calls in Advance - - - -
Transaction cost incurred in respect of issuance of equity share - - - -
Bal as at 32 Ashadh, 2082 (16 July, 2025) 400,000,000 - (154,110,479) 245,889,521
The accompanying notes are an intergral part of these financial statements As per our report of even date
Prem Kumar Khatri Nabina Dhungana Bimal Kumar Dhungana Shriman Karki Kabindra Dahal, FCA
Admin./Finance Manager ~ Director Director Director Proprietor

K. Dahal & Associates

Chartered Accountants
Yadav Bahadur Khapung Lachhuman Tiwari Mohan Kumar Dangi Bhupati Lal Shrestha

Director Director Director

Date: 20 Aswin 2082
Place: Kathmandu, Neapl -
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TERHATHUM POWER COMPANY LIMITED
Kathmandu, Nepal
Statement of Changes in Equity
For the Year ending 32 Ashadh, 2082 (July 16, 2025)
Group
NPR
Advance
Equity . Non
Particulars Share Against Reserve & Cntrolling Total
. Share surplus
Capital . Interest
Capital

Balance as at 32 Ashad, 2079 (16 July, 2022) 400,000,000 - (98,195,433) 301,804,567
Profit/ (loss) for the year - - (47,265,964) (47,265,964)
Other Comprensive income/ (Expenses) for the year - - - -
Total comprehensive income - - (47,265,964) - (47,265,964)
Issue of Share Capital - - - -
Calls in Advance - - - -
Transaction cost incurred in respect of issuance of equity share - - - -
Balance as at 31 Ashad, 2080 (16 July, 2023) 400,000,000 - (145,461,397) 254,538,603
Profit/ (loss) for the year - - (31,422,052) (31,422,052)
Other Comprensive income/ (Expenses) for the year - - - -
Total comprehensive i - - (31,422,052) (31,422,052)
Issue of Share Capital - - - -
Calls in Advance - - - -
Transaction cost incurred in respect of issuance of equity share - - - -
Balance as at 31 Ashad, 2081 (15 July, 2024) 400,000,000 - (176,883,449) 223,116,551
Profit/ (loss) for the year - - 22,623,857 (7,848) 22,616,009
Other Comprensive income/ (Expenses) for the year - - - -
Total comprehensive i - - 22,623,857 (7,848) 22,616,009
Issue of Share Capital - - - 250,000 250,000
Calls in Advance - - - -
Transaction cost incurred in respect of issuance of equity share - - - -
Balance as at 32 Ashadh, 2082 (16 July, 2025) 400,000,000 - (154,259,591)  (7,848) 245,982,561
The accompanying notes are an intergral part of these financial statements As per our report of even date
Prem Kumar Khatri Nabina Dhungana Bimal Kumar Dhungana Shriman Karki Kabindra Dahal, FCA
Admin./Finance Manager ~ Director Director Director Proprietor

K. Dahal & Associates

Chartered Accountants
Yadav Bahadur Khapung Lachhuman Tiwari Mohan Kumar Dangi Bhupati Lal Shrestha

Director Director Director

Date: 20 Aswin 2082
Place: Kathmandu, Neapl -
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TERHATHUM POWER COMPANY LIMITED
Kathmandu, Nepal
Statement of Cash Flow
For the Year ending 32 Ashadh, 2082 (July 16, 2025)

Particulars Group Terhathum Power
FY 2081/082 FY 2080/081 FY 2081/082 FY 2080/081

CASH FLOW FROM OPERATING ACTIVITIES
Net profit for the year 22,846,039 (31,422,052) 23,002,999 (31,422,052)
Adjustments
Depreciation on Property, Plant & Equipment 675,334 613,545 675,334 613,545
Amortization of Intangible Assets 44,067,836 44,067,836 44,067,836 44,067,836
Finance Cost 72,493,034 101,171,264 72,493,034 101,171,264
Profit/(Loss) on Sale of Vehicle - - - -
Working capital adjustments:
(Increase)/Decrease in other financial assets 121,700 (7.322) 121,700 (7,322)
(Increase)/Decrease in other current assets 31,262,072 (2,248,030) 3,611,504 (2,248,030)
Increase/(Decrease) in trade receivable (4,852,531) (1,589,128) (4,852,531) (1,589,128)
Increase/(Decrease) in trade payables (8,739,595) 5,394,612 (8,880,830) 5,394,612
Increase/(Decrease) in short Term Borrowings (634,557) 20,921,409 (634,558) 20,921,409
Increase/(Decrease) in other current liabilities 498,172 (1,068,783) 493,447 (1,068,783)
NET CASH FLOW FROM OPERATING ACTIVITIES (A) 157,737,505 135,833,351 130,097,936 135,833,351
CASH FLOW FROM /(USED IN) INVESTING ACTIVITIES
Acquisition of Property, Plant & Equipment (313,900) (2,147,772) (313,900) (2,147,772)
(Increase)/Decrease in Investment - - (4,750,000) -

Sales of Property, Plant & Equipment - - - -
(Increase) /Decrease in Intangible assets -
(Increase) /Decrease in Capital Work in Progress (30,650,569) - -
Adjustment for:

Depreciation on Property, Plant & Equi - - -
NET CASH FLOW FROM INVESTING ACTIVITIES (B) (30,964,469) (2,147,772) (5,063,900) (2,147,772)

CASH FLOW FROM FINANCING ACTIVITIES
Increase/(Decrease) in share capital - -

Increase/(Decrease) in share capital (Non Controlling Interest) 250000
Increase/(Decrease) in share calls in advance - -
Long Term Borrowing (repaid)/ taken (net) (42,286,851) (40,985,503) (42,286,851.30) (40,985,503)
Interest Paid (72,493,034) (101,171,264) (72,493,034.30) (101,171,264)
Transaction cost incurred in respect of issuance of equity share -
NET CASH FLOW FROM FINANCING ACTIVITIES (C) (114,529,886) (142,156,767) (114,779,886) (142,156,767)
INCRESAE/(DECREASE) IN CASH AND CASH EQUIVALENTS (A+B+C) 12,243,151 (8,471,188) 10,254,151 (8,471,188)
Cash and Cash Equivalents at Beginning of the Year 759,826 9,231,014 759,826 9,231,014
Cash and Cash Equivalents, end of period 13,002,977 759,826 11,013,977 759,826
The accompanying notes are an intergral part of these financial statements As per our report of even date

For and on behalf of Board

Prem Kumar Khatri Nabina Dhungana Bimal Kumar Dhungana Shriman Karki Kabindra Dahal, FCA
Admin./Finance Manager ~ Director Director Director Proprietor
K. Dahal & Associates
Chartered Accountants

Yadav Bahadur Khapung Lachhuman Tiwari Mohan Kumar Dangi Bhupati Lal Shrestha
Director Director Director

Date: 20 Aswin 2082
Place: Kathmandu, Neapl -
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TERHATHUM POWER COMPANY LIMITED
Kathmandu, Nepal
Notes to Financial Statements
As at 32 Ashadh 2082 (16 April 2025)

Note 3.2: INVESTMENT

331 aTfifcn ATENRUT Jafl, 20T

Group
As at As at As at As at
Ashadh 32,2082 Asadh 31,2081  Ashadh 32,2082  Asadh 31, 2081
Investment in KTK Hydropower - - 4,750,000
Total - - 4,750,000 -

Note 3.3: WORK IN PROGRESS (UNDER CONSTRUCTION)

Group Terhathum Power
Particulars As at As at As at As at
Ashadh 32,2082 Asadh 31,2081 _Ashadh 32,2082 Asadh 31, 2081
Khorunga Tangmaya project 2 MW 30,650,569 - - -
Total 30,650,569 - - -

Note 4: CASH AND CASH EQUIVALENTS

Cash and cash equivalents include deposits account balances maintained with banks and financial institutions. These enable the Company to meet its short term

liquidity requirements.

The carrying amount of cash and cash equivalents approximates their fair value. They are readily convertible to known amount of cash and are subject to
insignificant risk of change in value. These balances have been used as Cash and Cash Equivalents for the presentation of Statement of Cash Flows as well. Banks

and financial institution in Nepal are closely regulated by the Central Bank. The Company closely assesses the risks of these instruments and there are no apparent

indication of impairment of these balances.

Group
Particulars As at As at As at As at
Ashadh 32, 2082 Asadh 31, 2081 Ashadh 32,2082  Asadh 31, 2081
Cash -
Balance with Banks
in Current Account 13,002,976 759,826 11,013,976 759,826
Total 13,002,976 759,826 11,013,976 759,826
For the purpose of the statement of cash flows, cash and cash equivalents comprises the following:
Group
Particulars As at As at As at As at
Ashadh 32,2082 Asadh 31, 2081 Ashadh 32,2082 Asadh 31, 2081
Cash - - - -
Balance with Banks
in Current Account 13,002,976 759,826 11,013,976 759,826
in Bank Overdraft - -
Total 13,002,976 759,826 11,013,976 759,826
Note 5: TRADE RECEIVABLE
Group
Particular As at As at As at As at
Ashadh 32,2082 Asadh 31, 2081 Ashadh 32,2082 Asadh 31, 2081
Nepal Electricity Authority 28,568,496 23,715,966 28,568,496 23,715,966
Total 28,568,496 23,715,966 28,568,496 23,715,966
Note 6: OTHER FINANCIAL ASSETS
Group Terhathum Power
Particulars As at As at As at As at

Ashadh 32,2082 Asadh 31,2081

Ashadh 32,2082 Asadh 31, 2081

Non Current
Deposit 199,412 199,412 199,412 199,412
Sub Total 199,412 199,412 199,412 199,412
Current
NRB Margin 185,000 185,000 185,000 185,000
Performance Guarantee Margin 15,000 15,000 15,000 15,000
BG Cash Margin 5,700 7,400 5,700 7,400
Cash Margin_PPA Khorunga Tangmaya - 120,000 -
Sub Total 205,700 327,400 205,700 327,400
Total 405,112 526,812 405,112 76,899 |
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TERHATHUM POWER COMPANY LIMITED
Kathmandu, Nepal
Notes to Financial Statements
As at 32 Ashadh 2082 (16 April 2025)
Note 7: OTHER CURRENT ASSETS
Group Terhathum Power

Particulars As at As at As at As at

Ashadh 32, 2082 Asadh 31, 2081 Ashadh 32,2082 Asadh 31, 2081
Other receivables 10 - 10 -
KTK Hydropower Pvt. Ltd. - 30,454,975 27,650,569 30,454,975
Spare Parts 488,178 - 488,178 -
Preoperating  KTP - 1,000,000 - 1,000,000
Right Share Issue Related Deff Expenses 1,057,187 - 1,057,187
Advances to be recovered
Advance to Employees - 1,273,416 - 1,273,416
Advance for EM 160,000 160,000 160,000 160,000
Advance for Land 21,180,176 21,180,176 21,180,176 21,180,176
Advance Tax 5,270 5,270 5,270 5,270
Prepayments
Prepaid_Insurance-Vehicle - 3,727 - 3,727
Prepaid Insurance-Project 1,403,777 1,361,360 1,403,777 1,361,360
Preapaid Electricity 21 - 21 -
ICRA Nepal - 1,561 - 1,561
Nabil Investment 51,500 150,000 51,500 150,000
Prepaid Internet HOF - 9,949 - 9,949
Prepaid Annual RTS Fee 16,986 17,260 16,986 17,260
Agency Fee 55,626 60,912 55,626 60,912
Internet at Site 6,951 8,592 6,951 8,592
‘Website Hosting & Management 16,300 16,857 16,300 16,857
Total 24,441,982 55,704,054 52,092,551 55,704,054

Note 8: EQUITY SHARE CAPITAL

Financial instruments issued by the company are classified as equity only to the extent that they do not meet the definition of a financial liability or financial asset.

The company’s equity shares are classified as equity instruments.

Particulars Group Terhathum Power
As at As at As at As at
Ashadh 32,2082 _Asadh 31, 2081 Ashadh 32,2082 Asadh 31, 2081

Authorised
40,00,000 nos. of ordinary shares of NPR. 100 each - 400,000,000 - 400,000,000
1,00,00,000 nos. of ordinary shares of NPR. 100 each 1,000,000,000 - 1,000,000,000 -
Issued - -
40,00,000 nos. of ordinary shares of NPR. 100 each - 400,000,000 - 400,000,000
80,00,000 nos. of ordinary shares of NPR. 100 each 800,000,000 - 800,000,000 -
Subscribed and paid up - -
40,00,000 nos. of ordinary shares of NPR. 100 each 400,000,000 400,000,000 400,000,000 400,000,000
Total 400,000,000 400,000,000 400,000,000 400,000,000
Other Equity
8.1 Reserve & Surplus

Particulars Grou Total| Terhathum Power Total

Balance as at 1 Shrawan, 2080 (17July 2023)

Profit for the year
Other Comprehensive Income (net of tax)
Transaction cost incurred in respect of issuance of equity share

(145,461,397)

(31,422,052)

(145,461,397)

(31,422,052)

(145,461,397)

(31,422,052)

(145,461,397)

(31,422,052)

(176,883,449)

(176,883,449)

Transaction cost incurred in respect of issuance of equity share

Balance as at 32 Ashad, 2081 (15 July, 2024) (176,883,449)  (176,883,449)

Profit for the year 22,853,887 23,002,999 23,002,999 23,002,999
Other Comprehensive Income (net of tax) - - - -
LESS: CSR Fund Allocation (230,030) - (230,030)

Closing Balance

(154,259,591)

(153,880,449)

(154,110,479)

(153,880,449)

Note 8.2: Non Controlling Interest

Group Terhathum Power
Particulars As at As at As at As at
Ashadh 32,2082 Asadh 31,2081 _Ashadh 32,2082 Asadh 31, 2081
Share Capital (5% of Share Capital of Subsidiary Company) 250,000 - -
Reserve & Surplus (5% Loss of Subsidary Company) (7,848)
Total 242,152 - - -
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Note 9: BORROWINGS

TERHATHUM POWER COMPANY LIMITED
Kathmandu, Nepal
Notes to Financial Statements
As at 32 Ashadh 2082 (16 April 2025)
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Group Terhathum Power

Particulars As at As at As at As at

Ashadh 32, 2082 Asadh 31, 2081 Ashadh 32, 2082 Asadh 31, 2081
Long Term Borrowings
[Non Current Portion of Lease liability 727,646 1,014,496 727,646 1,014,496
Non Current Portion of term loan 882,137,710 924,137,711 882,137,710 924,137,711
Sub-total 882,865,356 925,152,207 882,865,356 925,152,207
Short Term Borrowings
Lease liability 286,851 221,409 286,851 221,409
Current Portion of Term loan 42,000,001 42,699,999 42,000,001 42,699,999
Bank Overdraft - - - -
Sub-total 42,286,851 42,921,408 42,286,851 42,921,408
|Total 925,152,207 968,073,616 925,152,207 968,073,616
Note 10: TRADE PAYABLES

Group Terhathum Power

Particulars As at As at As at As at

Ashadh 32, 2082 Asadh 31, 2081 Ashadh 32, 2082 Asadh 31, 2081
Sundry Creditors 3,972,110 4,097,511 3,972,110 4,097,511
Audit Fee Payable 278,750 - 223,000
Staff Payable 56,000 45,540 56,000 45,540
Government Royalty Payable 750,000 750,000 750,000 750,000
Meeting Allowance Payable 26,775 22,950 26,775 22,950
Interest Payable - 5,167,756 - 5,167,756
Other Payable 3,278,608 7,018,081 3,193,123 7,018,081
Total 8,362,243 17,101,838 8,221,008 17,101,838

Note 11: PROVISION

When the Company has a present obligation (legal or constructive) as a result of a past event, provisions are recognised only if it is probable that a transfer of
economic benefits will be required to settle the obligation and a reliable estimate of the amount of obligation can be made.

Group Terhathum Power
Particulars As at As at As at As at
Ashadh 32, 2082 Asadh 31, 2081 Ashadh 32, 2082 Asadh 31, 2081
Provision for Bonus 460,060 - 460,060 -
Provision for CSR 230,030 - 230,030 -
Total 690,090 - 690,090 -
Note 12: OTHER CURRENT LIABILITIES
Group Terhathum Power
Particulars As at As at As at As at
Ashadh 32,2082 _Asadh 31, 2081 Ashadh 32,2082 Asadh 31, 2081
TDS Payable 44,514 10,152 40,539 10,152
TDS Payable on Audit Fee 3,750 - 3,000
Loan from director 3,895,997 3,895,997 3,895,997 3,895,997
Total 3,944,261 3,906,149 3,939,536 3,906,149
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Kathmandu, Nepal

Notes to Financial Statements
As at 32 Ashadh 2082 (16 April 2025)

Group
Note 3.1: INTANGIBLE ASSETS NPR
Particulars Computer Service consession Total
Software arrangement
Year ended 31 Ashadh, 2072 (15 July, 2016)
Gross Carrying Amount
Opening Gross Carrying Amount as on 01 Shrawan,2074 1,028,488 302,166 1,330,654
Additions 146,297 - 146,297
Withdrawals and Adjustments - - -
Gross Carrying Amount as on 31 Ashadh, 2073 (As per AR) 1,174,785 302,166 1,476,951
Accumulated Depreciation
Opening Accumulated Depreciation 321,402 83,739 405,141
Depreciation charge for the year 176,772 54,607 231,379
Withdrawals and Adjustments - -
Closing Accumulated Depreciation (As per AR) 498,174 138,346 636,520
Net Carrying Amount as on Ashad 31, 2073 (As per AR) 676,611 163,820 840,431
Gross Carrying Amount
Gross Carrying Amount as at 01 Shrawan, 2079 61,760 1,320,372,907 1,320,434,667
Additions - Externally Acquired - - -
Transfer from IAUD - - -
Withdrawals and Adjustments - - -
Gross Carrying Amount as on 32 Ashadh, 2080 61,760 1,320,372,907 1,320,434,667
Additions 33,900 - 33,900
Transfer from IAUD - - -
Withdrawals and Adjustments - -
Closing Gross Carrying Amount as on 31 Ashadh, 2081 95,660 1,320,372,907 1,320,468,567
Accumulated Amortization/ Depreciati
Accumulated Amortization as at 01 Shrawan, 2079 51,576 103,442,778 103,494,354
Charge for the year 10,184 44,061,055 44,071,239
Withdrawals and Adjustments - -
Accumulated Amortization as on 32 Ashadh, 2080 61,760 147,503,833 147,565,593
Charge for the year 6,780 44,061,056 44,067,836
Withdrawals and Adjustments - - -
Accumulated Amortization as on 31 Ashadh, 2081 68,540 191,564,889 191,633,429
Net Carrying Amount as on Ashad 32, 2080 (17 July, 2023) - 1,172,869,074 1,172,869,074
Net Carrying Amount as on Ashad 31, 2081 (15 July, 2024) 27,120 1,128,808,018 1,128,835,138
Current Year Depreciation 6,780 44,061,056 44,067,836
Net Carrying Amount as on Chaitra 31,2081 (13 April,2025) 20,340 1,084,746,962 1,084,767,302
Apportioned to:
Cost of Revenue 44,061,056
Indirect Cost 6,780
Total 44,067,836

Amortization on Service Concession arragement has been charged by estimating useful up to 06 Falgun 2106 BS (License Period).
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TERHATHUM POWER COMPANY LIMITED
Kathmandu, Nepal
Notes to Financial Statements
As at 32 Ashadh 2082 (16 April 2025)
Terhathum Power

Note 3: PROPERTY, PLANT AND EQUIPMENT NPR
Furniture,
. Fixture and . Plant &
Particulars Office Vehicle RTU Machinery Total
Equipment
Depreciation Rate 25% 20% SLM 15%
Gross Carrying Amount
Gross Carrying Amount as at 31 Ashadh, 2079 3,692,390 3,705,073 - 7,397,463
Additions - -
Withdrawals and Adjustments (2,936,241) - (2,936,241)
Gross Carrying Amount as at 32 Ashadh, 2080 756,149 3,705,073 - - 4,461,222
Additions 672,167.90 - 1,475,604 - 2,147,772
Withdrawals and Adjustments - - - -
Gross Carrying Amount as at 31 Ashadh, 2081 1,428,317 3,705,073 1,475,604 - 6,608,994
Additions 313,900
Withdrawals and Adjustments
Gross Carrying Amount as at 32 Ashadh, 2082 1,428,317 4,018,973 1,475,604 - 6,608,994

Accumulated Depreciation & Impairment

Balance at 01 Shrawan, 2079 2,542,213 2,585,065 - 5,127,278
Depreciation charge for the year 287,544 224002.62 511,547
Withdrawals and Adjustments (2,299,733) - - (2,299,733)
Accumulated Depreciation as 32 Ashadh, 2080 530,024 2,809,068 - - 5,638,825
Depreciation charge for the period 139,223 179,201.08 295,121 - 613,545
Withdrawals and Adjustments - - - -
Accumulated Depreciation as 31 Ashadh, 2081 669,247 2,988,269 295,121 - 6,252,370
Net Block
Net Carrying A t as on 32 Ashadh, 2080 (17 July, 2023) 226,125 896,005 - - 1,122,130
Net Carrying A t as on 31 Ashadh, 2081 (15 July, 2024) 759,070 716,804 1,180,483 - 2,656,357
Depreciation for whole year 189,767 190,446 295,121 675,334
Total Depreciation 189,767 190,446 295,121 675,334
Net Carrying Amount as on 32 Ashadh, 2082 (16 July, 2025) 569,302 840,258 885,362 2,294,923
Apportioned to:
Cost of Revenue -
Indirect Cost 675,334
Total 675,334

Depreciation of furniture & fixture, office equipment and intangible assets are charged to statement of profit or loss and depreciation of PPE,
other than furniture & fixture, office equipment and intangible assets are charged to cost of revenue.
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TERHATHUM POWER COMPANY LIMITED

SIGNIFICANT ACCOUNTING POLICIES AND NOTES TO THE ACCOUNTS
For the year ended Ashad 32,2082 (July 16, 2025)

1. General Information

Terhathum Power Company Limited (herein after referred to as “the Company” or TPC) is a
listed public limited company incorporated under the Companies Act, 2063 Nepal and
registered on 32nd Ashadh 2066 having registration number 65066/066/067 as private limited
company for the development of Hydro Power Project at Terhathum District which has been
converted from private limited to public limited company on Ashadh 07, 2075 having
registration number 192117/074/075. The registered office of the Company is located at
Battisputali, Kathmandu, Nepal. The company was registered with the Income Tax Office on
Bhadra 10, 2066 with PAN 303763141.

The company has developed Upper Khorunga Khola Small Hydropower Project with an
installed capacity of 7.5 MW in Morahang VDC, Menchyayam Rural Municipality, Terhathum
District. The company has entered into Power Purchase Agreement (PPA) with Nepal
Electricity Authority (NEA) on 29th Kartik 2073.

2. Significant Accounting Policies

2.1 Statement of Compliance:

The financial statements have been prepared in accordance with Nepal Financial Reporting
Standards (NFRS) issued by the Institute of Chartered Accountants of Nepal (ICAN). The
Financial Statements have also been prepared in accordance with the Companies Act, 2063
(revised 2074) of Nepal.

The financial statements include Statement of Financial Position, Statement of Profit or Loss
and Other Comprehensive Income, Statement of Changes in Equity, Statement of Cash Flows
and Notes to Accounts.

2.2 Basis of Preparation:

The financial statements have been prepared on an accrual and going concern basis. The
accounting policies are applied consistently to all the periods presented in the financial
statements. All assets and liabilities have been classified as current and non-current as per the
Company’s normal operating cycle. Based on the nature of products and the time between
acquisition of assets for processing and their realization in cash and cash equivalent, the
company has ascertained its operating cycle as 12 months for the purpose of current or
non-current classification of assets and liabilities.

2.3 Responsibility of Financial Statements:
The Board of Directors of the company is responsible for the preparation and presentation of
the Company’s financial statements and for the estimates and judgments used in them.

2.4 Presentation:

Presentation Currency

The financial statements are prepared in Nepalese Rupees (NRs.) which is the functional
currency. All financial information presented in Nepalese Rupees has been rounded to the
nearest rupee except otherwise indicated.

Rearrangement / Reclassification and Remeasurement

The figures for the previous year are rearranged, reclassified, and/or restated wherever necessary
for the purpose of facilitating comparison. Reconciliations and appropriate disclosures are made
wherever necessary.
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Statement of Financial Position

The elements of Statement of Financial Position (SoFP) other than equity (Assets and
Liabilities, where applicable) are bifurcated in Current and Non-Current based on their
respective maturity as well as the company’s normal operating cycle.

Statement of Profit or Loss and Other Comprehensive Income

The elements of Statement of Profit or Loss (SoPL) and Other Comprehensive Income (OCI)
has been prepared using classification ‘by function’ method. The details of revenue, expenses,
gain and/or losses have been disclosed in the relevant section.

Statement of Cash Flows

The Statement of Cash Flows (SCF) has been prepared using indirect method and the activities
have been grouped under three major categories (Cash flows from operating activities, Cash
flows from investing activities and Cash flows from financing activities) in accordance with
NAS 07.

Statements of Changes in Equity
The Statement of Changes in Equity (SCE) has been prepared disclosing changes in each
element of equity.

2.5 Financial Period:

The company prepares financial statements in accordance with Nepalese financial year. The
financial year starts from 1st Shrawan and ends on Ashad end of next calendar year. The
corresponding dates for the English calendar are as follows:

Relevant Financial Statements Nepalese Calendar Date Gregorian Calendar
/Period Date / Period

Reporting Date 32" Ashad, 2082 16" July, 2025

Comparative Reporting Date 31% Ashad, 2081 15" July, 2024

Reporting Period Shrawan 01, 2081 -32™ Ashad, | 16" July, 2024- 16" July,
2082 2025

Comparative Reporting Period Shrawan 01, 2080 -31%' Ashad, | 17" July, 2023- 15" July,
2081 2024

2.6 Basis of Measurement:

These financial statements are prepared under historical cost convention except for certain
material items that have been measured at fair value as required by the relevant NFRS and
explained in the ensuing policies below.

2.7. Use of Estimates, Assumptions or Judgments:

The preparation of the financial statements is in conformity with Nepal Financial Reporting
Standards requires the use of certain critical accounting estimates and judgments. It also
requires management to exercise judgment in the process of applying the Company’s
accounting policies. The Company makes certain estimates and assumptions regarding the
future events. Estimates and judgments are continuously evaluated based on historical
experience and other factors, including expectations of future events that are believed to be
reasonable under the circumstances. Management believes that the estimates used in the
preparation of the financial statements are prudent and reasonable. Future results could differ
from these estimates. Any revision to accounting estimates is recognized prospectively in
current and future periods, except otherwise stated. Specific accounting estimates have been
included in the relevant section of the note, wherever have been applied along with the nature
and effect of the changes of accounting estimates, if any. The estimates and assumptions that
have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year primarily includes: -
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2.7.1. Useful life and residual value of Property, Plant and Equipment:

Management reviews the useful life of property, plant and equipment at least once a year. Such
life is dependent upon an assessment of both the technical life of the assets and also their likely
economic life, based on various internal and external factors including relative efficiency and
operating costs. Accordingly, depreciable lives are reviewed annually using the best
information available to the management.

2.7.2. Impairment of Property, Plant and Equipment:

At the end of each reporting period, the company reviews the carrying amounts of its property,
plant and equipment to determine whether there is any indication that those assets have suffered
an impairment loss. If any such indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of the impairment loss (if any). Recoverable amount
is the higher of fair value less costs to sell and value in use. Value in use is usually determined
on the basis of discounted estimated future cash flows. This involves management estimates on
anticipated commodity prices, market demand and supply, economic and regulatory
environment, discount rates and other factors. Any subsequent changes to cash flow due to
changes in the above-mentioned factors could impact the carrying value of assets.

2.7.3. Contingencies:

In the normal course of business, contingent liabilities may arise from litigation and other claims
against the company. Potential liabilities that are possible but not probable of crystallizing or are
very difficult to quantify reliably are treated as contingent liabilities. Such liabilities are
disclosed in the notes but are not recognized.

2.7.4. Fair Value Measurements:

The management determines the appropriate valuation techniques and inputs for fair value
measurements. In estimating the fair value of an asset or a liability, the Company uses
market-observable data to the extent it is available. Where Level 1 inputs are not available, the
Company engages third party qualified valuators to perform the valuation. The management
works closely with the qualified external valuators to establish the appropriate valuation
techniques and inputs to the model.

2.8 Property, Plant & Equipment:

Recognition & Measurement

All items of property, plant and equipment are stated at historical cost less accumulated
depreciation and accumulated impairment losses, if any. Historical cost includes expenditure
that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or recognized as a separate asset,
as appropriate, only when it is probable that future economic benefits associated with the item
will flow to the company and the cost of the item can be measured reliably. The carrying amount
of any component accounted for as a separate asset is derecognized when replaced. All other
repairs and maintenance are charged to profit and loss during the reporting period in which they
are incurred.

The Company identifies and determines cost of each component/part of the asset separately, if
the component/part has a cost which is significant to the total cost of the asset having useful life
that is materially different from that of the remaining asset.

These components are depreciated over their useful lives; the remaining asset is depreciated
over the life of the principal asset.

The residual values, useful lives and methods of depreciation of property, plant and equipment
are reviewed at each financial year end and adjusted, if appropriate.
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An item of property, plant and equipment and any significant part initially recognized is
derecognized upon disposal or when no future economic benefits are expected from its use. Any
gain or loss arising on de-recognition of the asset (calculated as the difference between the net
disposal proceeds and the carrying amount of the asset) is included in the statement of profit and
loss when the asset is derecognized.

Depreciation and Amortization

e Depreciation is recognized to write off the cost of assets (other than Intangible asset) less
their residual values over their useful lives, using the Written Down Value (WDV) method
assuming NIL residual value for respective assets.

e Land and Land Development grouped under Intangible Assets meets asset recognition
criteria and hence has been amortized over the useful life of the project using the
straight-line method.

e The estimated useful life and amortization method are reviewed at the end of each
reporting period, with the effect of any changes in estimate being accounted for on a
prospective basis, except otherwise stated in the notes to accounts.

The estimated useful life of the assets and the corresponding rates at which the assets are
depreciated are as follows:

T | Assets Block Useful Life | Method
1 | Office Equipment 25% WDV
2 | Furniture & Fixtures 25% WDV
3 | Computer & Accessories 25% WDV
4 | Plant and Machinery 15% WDV
5 | Vehicles 20% WDV

2.9 Intangible Assets:

Intangible assets with finite useful lives that are acquired separately are carried at cost less
accumulated amortization and accumulated impairment losses. Intangible assets with indefinite
useful lives are carried at cost less accumulated impairment losses.

Amortization is recognized in Statement of Profit & Loss on straight line method (SLM) over
the estimated useful life of the intangible assets from the date that it is available for use since
this most closely reflects the expected pattern of consumption of the future economic benefits
embodied in the asset. The amortization period and the amortization method for an intangible
asset with a finite useful life are reviewed at least at each financial year and changes in the
expected useful life or the expected pattern of consumption of future economic benefit
embodied in the asset considered to modify the amortization period or method, as appropriate,
and are treated as changes in accounting estimates. The amortization expense on intangible
assets with finite lives is recognized in the Statement of Profit & Loss.

Useful Life of Intangible Assets based on SLM is categorized as stated below:

Assets Categories Life of Assets
Software /Application 5 Years
Service Concession Arrangement 29.99 Years

Certain computer software costs are capitalized and recognized as intangible assets based on
materiality, accounting prudence and significant benefits expected to flow there from for a
period longer than one year. Gains or losses arising from de-recognition of an intangible asset
are measured as the difference
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between the net disposal proceeds and the carrying amount of the asset and are recognized in the
statement of profit and loss when the asset is derecognized.

2.10 Impairment of Tangible and Intangible Assets:

At the end of each reporting period, the company reviews the carrying amounts of its tangible
and intangible assets to determine whether there is any indication that those assets have suffered
an impairment loss. If any such indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of the impairment loss (if any). When it is not possible
to estimate the recoverable amount of an individual asset, the company estimates the
recoverable amount of the cash-generating unit to which the asset belongs. When a reasonable
and consistent basis of allocation can be identified, corporate assets are also allocated to
individual cash-generating units, or otherwise they are allocated to the smallest company of
cash-generating units for which a reasonable and consistent allocation basis can be identified.

Intangible assets with indefinite useful lives and intangible assets not yet available for use are
tested for impairment at least annually, and impairment loss is recognized whenever there is an
indication that the asset may be impaired.

Recoverable amount is the higher of fair value less costs of disposal and value in use. In
assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset for which the estimates of future cash flows have not been
adjusted.

If the recoverable amount of an asset (or cash generating unit) is estimated to be less than it’s
carrying amount, the carrying amount of the asset (or cash-generating unit) is reduced to its
recoverable amount. An impairment loss is recognized immediately in the Statement of Profit
and Loss.

When an impairment loss subsequently reverses, the carrying amount of the asset (or a
cash-generating unit) is increased to the revised estimate of its recoverable amount, but so that
the increased carrying amount does not exceed the carrying amount that would have been
determined had no impairment loss been recognized for the asset (or cash-generating unit) in
prior years. A reversal of an impairment loss is recognized immediately in the Statement of
Profit and Loss.

2.11 Borrowing Cost:

Borrowing costs consist of interest and other costs that an entity incurs in connection with the
borrowing of funds. Borrowing cost also includes exchange differences arising from foreign
currency borrowings to the extent they are regarded as an adjustment to interest costs.

Borrowing costs directly attributable to the acquisition, construction or production of qualifying
asset, which are assets that necessarily takes a substantial period of time to get ready for its
intended use or sale, are added to the cost of that asset until such time as the assets are
substantially ready for the intended use or sale.

All other borrowing costs are recognized in Statement of Profit & Loss in the period in which
they are occurred.

2.12 Cash and Cash Equivalents:

Cash and cash equivalents in the balance sheet comprise cash at banks, cash in hand, cheques in
hand considered good, demand deposits with an original maturity of three months or less and
highly liquid investments that are readily convertible into known amounts of cash and which are
subject to an insignificant risk of changes in value. It also included cash margins retained by the
bank for issue of bank guarantees and letter of credits.
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2.13 Inventories:

Cost of inventories includes cost of purchase, costs of conversion and other costs incurred in
bringing the inventories to their present location and condition. Other costs including
Borrowing cost as per NAS-23 are included in the cost of inventories only to the extent that they
are incurred in bringing the inventories to their present locations and conditions.
Inventories are initially recognized at cost, and subsequently measured at the lower of cost and
net realizable value (NRV).

2.14 Other Current Assets:
Other current assets include current assets other than inventories and cash and cash equivalents,
which are unsecured and considered good, unless otherwise stated.

2.15 Revenue Recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the
company and the revenue and associated costs incurred or to be incurred can be reliably
measured. Revenue is measured at the fair value of the consideration received or receivable.
Revenue is reduced for estimated rebates, charges and other similar allowances. Revenue is
recognized when substantial risks and rewards of ownership are transferred to the buyer under
the terms of contract.

2.16 Foreign Currency Transactions:

The functional currency of the company is determined on the basis of the primary economic
environment in which it operates. The functional currency of the Company is Nepalese Rupee
(NPR). In preparing the financial statements of the Company, transactions in currencies other
than the entity’s functional currency (foreign currencies) are recognized at the rates of exchange
prevailing at the dates of the transactions.

The effect from fluctuation of exchange rate raised while initially recognizing the transaction as
per contract on the base rate mentioned in the contract and settling the transactions at the
settlement date has been recognized in Intangible Assets under construction. Foreign exchange
gain/loss occurring from other activity has been charged to Statement of Profit or Loss.
At the end of each reporting period, monetary items denominated in foreign currencies are
retranslated at the rates prevailing at that date. Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at the rates prevailing at the date when the
fair value was determined. Non-monetary items that are measured in terms of historical cost in
a foreign currency shall be translated using the exchange rate at the date of the transaction.

2.17 Employment Benefits:

i) Short Term Obligations

Liabilities for wages and salaries including not-monetary benefits that are expected to be settled
wholly within 12 months after the end of the period in which the employee render the related
service are recognized in the respect of employees’ services up to the end of the reporting period
and are measured at the amounts expected to be paid when the liabilities are settled. The
liabilities are presented as current employee benefit obligations in the Statement of Financial
Position.

Leave related payables are settled every year by the Company, hence, Company does not have
long term leave encashments. Accordingly, actuarial valuation for leave encashment has not
been carried out.

The company has engaged employees for its operation in the current reporting period. All the

benefits provided are short term in nature and the expenses are booked in the manufacturing,
administrative and selling & distribution expenses.
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ii) Post Employment Benefits

-Define Contribution Plan

The Company pays Provident Fund contributions to publicly administered Provident Funds as
per local regulations. The Company has no further payment obligations once the contributions
have been paid. The contributions are accounted for as defined contribution plans and the
contribution are recognized as Employee Benefit Expense when they are due.

As per Section 53 of Labor Act, 2074, with effect from Bhadra 19, 2074, Gratuity shall be
treated as denined contribution plan to be calculated at 8.33% of Basic Salary per month, based
on that Actuarial Valuation has not been carried out.

All the contributions related to Provident Fund, Gratuity & Social Security has been duly made
to public administered Social Security Fund as per local regulation starting from Shrawn 01,
2076.

-Define Benefit Plan

For Define Benefit Plan, the cost of providing benefits is determined using the Projected Unit
Credit Method, with Actuarial Valuations being carried out at each Statement of Financial
Position. Actuarial Gains or Losses are recognized in the Other Comprehensive Income in the
period in which they occur. Past service cost is recognized immediately to the extent that the
benefits are already vested and otherwise is amortized on a Straight Line Basis over the average
period until the benefits become vested. The retirement benefit obligation recognized in the
Statement of Financial Position represents the present value of the defined benefit obligation as
adjusted for unrecognized past service cost, as reduced by the Fair Value of Plan Assets (if any).
Any Assets resulting from this calculation is limited to past service, plus the present value of
available refunds and reductions in future contributions to the plan.

2.18 Income tax

Income tax on the profit or loss for the year comprises current taxes and deferred taxes. Income
tax is recognized in the statement of profit or loss except to the extent that it relates to items
recognized directly to equity.

Current Tax
Current tax is the expected tax payable on the taxable income for the year using tax rates at the
balance sheet date and any adjustment to tax payable in respect of previous years.

Income tax rate on income from production and sale of electricity is 0% upto 10 years, 10% for
next 5 years and 20% for further years of operation. Because of fourth year of operation, the
effective tax rate of the company is 0%.

Deferred Tax

Deferred Tax is the tax expected to be payable or recoverable in future arising from:

* temporary differences between the carrying amounts of assets and liabilities in the Financial
Statements and the corresponding tax bases used in computation of taxable profit,

* unused tax losses and/or

* unused tax credits

Significant management judgment is required to determine the amount of deferred tax assets

that can be recognized, based upon the likely timing and the level of future taxable profits

together with future tax planning strategies. The Company based its assumptions and estimates

on parameters available when the financial statements were prepared. Existing circumstances

and assumptions about future developments, however, may change due to market changes or

circumstances arising beyond the control of the Company.
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As per the applicable tax laws of Nepal, the hydropower project is allowed 100% tax exemption
up to first 10 years of operation. The management is in a view of offsetting temporary
differences fully within first 10 years period of operation and hence no deferred tax needs to be
recognized.

2 19 Earnings per share
. Basic earnings per share is computed by dividing the profit/ (loss) for the year by
theweighted average number of equity shares outstanding during the year. The weighted
average number of equity shares outstanding during the year is adjusted for bonus issue,
bonus element in a rights issue to existing shareholders, share split and reverse share split
(consolidation of shares).

II. Diluted earnings per share is computed by dividing the profit/ (loss) for the year as adjusted
for dividend, interest and other charges to expense or income (net of any attributable taxes)
relating to the dilutive potential equity shares, by the weighted average number of equity
shares considered for deriving basic earnings per share and the weighted average number of
equity shares which could have been issued on the conversion of all dilutive potential equity
shares. Potential equity shares are deemed to be dilutive only if their conversion to equity
shares would decrease the net profit per share from continuing ordinary operations. Potential
dilutive equity shares are deemed to be converted as at the beginning of the period, unless
they have been issued at a later date. Diluted EPS has not been calculated as no potential
equity exists on the reporting period.

2.20 Provisions, Contingencies and Commitments:

A provision is recognized as a result of a past event, the company has a present legal or
constructive obligation that can be estimated reliably, and it is probable that an outflow of
economic benefits will be required to settle the obligation. Provisions are determined by
discounting the expected future cash flows at the pre-tax rate that reflects current market
assessment of the time value of money and the risks specific to the liability. The unwinding of
the discount is recognized as a finance cost.

In the normal course of business, contingent liabilities may arise from litigation and other claims
against the company. Potential liabilities that are possible but not probable of crystallizing or are
very difficult to quantify reliably are treated as contingent liabilities. Such liabilities are
disclosed in the notes but are not recognized.

Commitments include the amount of purchase order (net of advances) issued to parties for
completion of assets.Provisions, contingent liabilities, contingent assets and commitments are
reviewed at each reporting period.

2.21 Investment Property

Investment property is property held either to earn rental income or for capital appreciation or
for both but not for sale in the ordinary course of business, use in the supply of services or for
administrative purpose.

2.22 Financial Instruments:

Recognition and Measurement

Financial assets and financial liabilities are recognized when the company becomes a party to
the contract embodying the related financial instruments. All financial assets, financial
liabilities and financial guarantee contracts are initially measured at transaction cost and where
such values are different from the fair value, at fair value.

Transaction costs that are directly attributable to the acquisition or issue of financial assets and
financial liabilities (other than financial assets and financial liabilities at fair value through
profit and loss) are added to or deducted from the fair value measured on initial recognition of
financial asset or financial liability. Transaction costs directly attributable to the acquisition of
financial assets and financial liabilities at fair value through profit and loss are immediately
recognized in the statement of profit and loss.

39 G UIaR DHIUoN IS



3131 aIfifen ATENRUT Fafl, 20T

Effective Interest Rate Method

The effective interest method is a method of calculating the amortized cost of a financial
instrument and of allocating interest income or expense over the relevant period. The effective
interest rate is the rate that exactly discounts future cash receipts or payments through the
expected life of the financial instrument, or where appropriate, a shorter period. Income/
expense arising on financial instruments after applying an effective interest rate is recognized in
the Statement of Profit and Loss and is included in the “Other finance income” or “Other finance
cost” line item. Where interest component is present in the financial instruments, the implicit
interest rate approximates the effective interest rate.

2.23 Financial Assets:

Financial assets at amortized cost

Financial assets are subsequently measured at amortized cost if these financial assets are held
within a business model whose objective is to hold these assets in order to collect contractual
cash flows and the contractual terms of the financial asset give rise on specified dates to cash
flows that are solely payments of principal and interest on the principal amount outstanding.

Financial assets measured at fair value

Financial assets are measured at fair value through other comprehensive income if these
financial assets are held within a business model whose objective is to hold these assets in order
to collect contractual cash flows or to sell these financial assets and the contractual terms of the
financial asset give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

The Company in respect of equity investments (other than in subsidiaries, associates and joint
ventures) which are not held for trading has made an irrevocable election to present in other
comprehensive income subsequent changes in the fair value of such equity instruments. Such an
election is made by the Company on an instrument-by-instrument basis at the time of initial
recognition of such equity investments.

Financial assets not measured at amortized cost or at fair value through other comprehensive
income are carried at fair value through the statement of profit or loss. For financial assets
maturing within one year from the balance sheet date, the carrying amounts approximate fair
value due to the shorter maturity of these instruments.

Impairment of Financial Assets
Loss allowance for expected credit losses is recognized for financial assets measured at
amortized cost and fair value through the statement of profit of loss.

The company recognizes impairment loss on trade receivables using expected credit loss model.
For financial assets whose credit risk has not significantly increased since initial recognition,
loss allowance equal to twelve months expected credit losses is recognized. Loss allowance
equal to the lifetime expected credit losses is recognized if the credit risk on the financial i
nstruments has significantly increased since initial recognition.

De-recognition of financial assets

The Company de-recognizes a financial asset only when the contractual rights to the cash flows
from the financial asset expire, or it transfers the financial asset and the transfer qualifies or
de-recognition under NFRS 9. If the Company neither transfers nor retains substantially all the
risks and rewards of ownership and continues to control the transferred asset, the Company
recognizes its retained interest in the assets and an associated liability for amounts it may have
to pay. If the Company retains substantially all the risks and rewards of ownership of a
transferred financial asset, the Company continues to recognize the financial asset and
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also recognizes a collateralized borrowing for the proceeds received. On de-recognition of a
financial asset in its entirety, the differences between the carrying amounts measured at the date
of de-recognition and the consideration received is recognized in the statement of profit or loss.

2.24 Financial Liabilities & Equity:

Classification as debt or equity

Financial liabilities and equity instruments issued by the Company are classified according to
the substance of the contractual arrangements entered into and the definitions of a financial
liability and an equity instrument.

Equity Instruments

An equity instrument is any contract that evidences a residual interest in the assets of the
Company after deducting all of its liabilities. Equity instruments are recorded at the proceeds
received, net of direct issue costs.

Financial Liabilities

Financial liabilities are initially measured at fair value, net of transaction costs, and are
subsequently measured at amortized cost, using the effective interest rate method where the
time value of money is significant. Interest bearing bank loans, overdrafts and issued debt are
initially measured at fair value and are subsequently measured at amortized cost using the
effective interest rate method. Any difference between the proceeds (net of transaction costs)
and the settlement or redemption of borrowings is recognized over the term of the borrowings
in the statement of profit and loss. For trade and other payables maturing within one year from
the balance sheet date, the carrying amounts approximate fair value due to the short maturity of
these instruments.

Financial guarantee contracts

Financial guarantee contracts issued by the Company are those contracts that require a payment
to be made to reimburse the holder for a loss it incurs because the specified debtor fails to make
a payment when due in accordance with the terms of a debt instrument. Financial guarantee
contracts are recognized initially as a liability at fair value, adjusted for transaction costs that are
directly attributable to the issuance of the guarantee.

De-recognition of financial liability

A financial liability is derecognized when the obligation under the liability is discharged or
cancelled or expires. When an existing financial liability is replaced by another from the same
lender on substantially different terms, or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as the de-recognition of the original
liability and the recognition of a new liability. The difference in the respective carrying amounts
is recognized in the statement of profit and loss.

Offsetting of Financial Instruments

Financial assets and financial liabilities are offset and the net amount is reported in the
standalone balance sheet if there is a currently enforceable legal right to offset the recognized
amounts and there is an intention to settle on a net basis, to realize the assets and settle the
liabilities simultaneously.

2.25 Leases

Long Term Leases

Leases in which the Company has substantial portion of the risks and rewards of ownership are
classified as Long Term Leases. Assets acquired under Long Term Leases are capitalized at the
lower of the Fair Value of the Leased Assets at the inception of the Lease Term and the Present
Value of Minimum Lease Payments. Lease payments are apportioned between the Finance
charge and the reduction of the outstanding liability.
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The Finance Charge is allocated to periods during the Lease Term at a constant periodic rate of
in terest on the remaining balance of the liability.

Short Term Leases

Leases in which the Company does not have substantial portion of the risks and rewards of
ownership are classified as Operating Leases. Payment made under Operating Leases are
charged to Statement of Profit & Loss on a Straight-Line Basis.

2.26 Service Concession Arrangements

Under IFRIC 12- Service Concession Arrangements applies to public-to-private service

concession arrangements if:

i) the grantor controls or regulates what services the operator must provide with the
infrastructure, to whom it must provide them, and at what prices.

ii) the grantor controls through ownership, beneficial entitlement or otherwise anu significant
residual interest in the infrastructure at the end of the term of the arrangement.

iii) the infrastructure I constructed or acquired by the operator from a third party for the purpose
of the service arrangement or the infrastructure is existing infrastructure of the grantor to
which the operator is given access for the purpose of the service arrangement.

Infrastructure used in a public-to-private service concession arrangement for its entire useful life
(whole life of assets) is within the scope of this IFRIC, if the conditions in (i) above are met.
These arrangements are accounted on the basis of below mentioned model depending on the
nature of consideration and relevant contract law.

Intangible Asset Model

The intangible asset model is used to the extent that the company, being an operator, receives a
right (a license) to charge users of the public service. A right to charge users of a public services
is not an unconditional right to receive cash because the amounts are contingent on to the extent
that public user the services.

The company manages concession arrangements which include power supply from its hydro
power plant. The company maintains and services the infrastructure during the concession
period. These concession arrangements set out rights and obligations related to the
infrastructure and the services to pb provided. The right to consideration gives rise to intangible
assets and accordingly, the intangible asset models is applied.

Income from the concession arrangements earned under the intangible assets model consists of :

(i) Fair Value of the contract revenue, which is deemed to be fair value consideration
transferred to acquire the asset; and

(ii) Payments actually received from the users.

The intangible asset is amortized over its expected useful life in a way that reflects the pattern
in which the asset’s economic benefits are consumed by the company, starting from the date
when the right to operate starts to be used. Based on these principles, the intangible asset is
amortized in line with the actual usage of the specific public facility, with a maximum of the
duration af the concession.

Any asset carried under concession arrangements is derecognized on disposal or when no future
economic benefits are expected from its future use or disposal or when the contractual right to
the financial asset expire.
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Explanatory Notes Forming part of Financial Statements

Note 19: Property Plant & Equipment:
The company has valued its property, plant and equipment on historical cost method.
Details of Property Plant & Equipment are provided in note-3 to financial statements.

Note 20: Post- Employment Benefits
The Company does not have any schemes of Post-employment/Long term benefit plans for its
employees.

Note 21: Khorunga Tangmaya project

Initially, the company has applied for the generation license. But Department of Electricity
Development has not approved the license to the same company for another project. Hence, the
company has re-applied for the generation license with Department of Electricity Development
in the name of its subsidiary company, “KTK Hydropower Pvt. Ltd.” and obtained the license.
Accordingly, the expenses incurred by the company on Khorunga Tangmaya Project — 2 MW
up to the date amounting to Rs. 27,650,569.00 has transferred to the subsidiary company.

Note 22: Substantial shareholders
The company has following substantial shareholders as on the reporting date.

Name of Shareholders Number of Shares % of Share Holding

Mr. Mohan Kumar Dangi 210,010

Mrs. Hira Dangi 40,000

Ms. Mohita dangi 44,000

Mr. Anmol Dangi 15,000

Total Holding of Family 309,010 7.73%

Note 23: Related Party Transactions
Related Party Transactions are identified by the management. The company has identified
transactions with related parties during the FY 2081-82.

(a) Key Management Personnel (KMP)
The company has incurred the following transactions with the Key Managerial Personal (KMP)
who are those persons having authority and responsibility for planning, directing, and
controlling the activities of the entity, directly or indirectly.
Such KMP include the board of Directors of the company (including both Executive and
Non-Executive) and key employee who has holding directorship in the Subsidiary company.

Key Management Personnel Designation
Mr. Bhupati Lal Shrestha Chairman/ Director
Mr. Prem Kumar Khatri Admin/Finance Manager

(b) Transactions with Key Management Personnel (KMP) and Related Party:

Key management Personnel compensaction:

S.N. | Name Designation Nature of | FY 2081/82 | FY 2080/81
Expenses
1 Prem Kumar Khatri Admin/Finance | Regular Employee | 650,000 650,000
Manager Benefits
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The companies identify following as related parties under requirements of NAS-24
+ Subsidiary Company

+ Shareholder holding 5% or more shares during the year

« Entity in which directors having significant control

+ Director of company and their close family members

Related Party Transaction:

Outstanding Outstanding

as on 32nd as on 31st Remarks
Related Party Relations Ashadh, 2082 | Ashad, 2081
(Payable)/Rece | (Payable)/Rec
ivables eivables
Yadav Bahadur Director of Payable to Director
Khapung the Company (538,417.00) (538,417.00)
Lachhuman Tiwari | Director of (338.395.00) | (338.395.00) | Payable to Director
the Company
Mohap Kumar Director of (3,163,066.20) | (6,287,016.20) Payable to Director
Dangi the Company
Payable to Company
Lalupate Common (2,605.00) | (28,121.00) | having common
Hydropower Director .
Director
Dona Lake Common Payable to Company
Hydropower Pvt. . (24,175.35) (24,175.35) | having common
Director .
Ltd. Director

Expenses incurred on

KTK Hydropower Subsidiary Khorunga Tangmaya

27,650,569.00 | 30,454,975.00

Pvt. Ltd. Company project 2 MW
transferred to KTK
. Advance provided to
Advance to Directors of 21,180,176.00| 21,180,176.00 | Directors to purchase of
Directors the company

land for the project.

(¢) Common Directorship:
The details of the common director who is also the director of another company is as follows:

S.N. | Company Name Common Director

1 Pelma Hydropower Project Pvt. Ltd. 1. Mohan Kumar Dangi
2 Lalupate Hydropower Company Pvt. Ltd. 1. Mohan Kumar Dangi
3 Dona Lake Hydropower Pvt. Ltd. 1. Mohan Kumar Dangi
4 KTK Hydropower Pvt. Ltd. ; E/[}:;Liidéﬁlniﬁgzgg

Note 24: Segment Reporting:
The company is engaged in only one business activity thus, separate segment information is
not provided as per NFRS 8 “Operating Segments”.
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Note 25: Subsequent Events
There has not been any significant reportable event after the reporting date which requires to be
either adjusted or disclosed.

Note 26: Contingent Liabilities and Other Commitments:

Contingent liabilities are possible obligations whose existence will be confirmed by uncertain
future events that are not wholly within the control of the entity. Company does not have any
continent liabilities as well as any commitments as on the reporting date.

Note 27: Risk Management

The company's business activities expose itself to a variety of risks, namely primarily to
liquidity risk and fluctuations in interest rates, which may adversely impact the operation of the
company. The company's Board and management have overall responsibility for the
establishment and oversight of the company's risk management. The company's risk
management policies are established to identify and analyses the risks faced by the company, to
set appropriate risk limits and controls and to monitor risks and adherence to limits. Risk
management policies and systems are reviewed regularly to reflect changes in market
conditions and the company's activities.

Note 27.1: Liquid Risk

Liquidity risk is the risk that the company will face in meeting its obligations associated with
financial liabilities. The company's approach to managing liquidity is to ensure that it will have
sufficient funds to meet its liabilities when due without incurring unacceptable losses. A
material and sustained shortfall in cash flow could create potential business continuity risk.

Note 26.2: Interest Rate Risk

Interest Rate Risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market interest rates. The company's exposure to the risk of
changes in market interest rates relates primarily to the company's long-term debt obligations.
Since the interest rate is influenced by market forces, the company has little role in minimizing
the risk. The company manages the interest rate risks by negotiating with reputed commercial
banks.

Note 27.3: Capital Management

Capital includes issued capital and all other reserves attributable to the equity holders of the
company. The company manages its capital so as to safeguard its ability to continue as a going
concern and to optimize returns to the shareholders. The capital structure of the company is
based on management's judgement of the appropriate balance of key elements in order to meet
its strategic needs. The Company considered the amount of capital in proportion to risk and
manage the capital structure in light of changes in economic conditions and the risk
characteristics of the underlying assets.

Note 28: Miscellaneous

e All the figures stated on the financial statements are Nepalese Rupees and rounded up to
the nearest rupee.

¢ Notes form an integral part of financial statements.

e Previous figure has been reclassified and remeasured wherever necessary as disclosed in
separately notes.
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